
REDACTED. FOR PUBLIC INSPECTION

H E R S H Er C OO PEtsAT lyE T E L E P 40 N E C O M PANY-AI{ D. S U B S I D 
I 
AR Y

H-ERqHEY. NEFRAqKA
uEqEuEEts."3"1, 2p12,AND 201 1

rAB!-EpF C9,NTENIS

Receiued & lnspected

ucr 2 4 2013

FCC MaiI Room

Paqe No,

1-2

6-7

8-14

17

18-19

DFsqfiption

lndependent Auditors' RePort

Consolidated Balance $heets

Consolidated Statements of lncome

Consolidated Statements of Changes in Stockholders' Equity

Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statements

Additional lnformation

lndependent Auditors' Report on Consolidating lnformation

Schedule I - Consolidating Balance Sheet

Schedule ll - Consolidating Statement of
lncome, Patronage and Other Equities

Schedule lll - Consolidating Statement of Cash Flows

3

4

5

15

16



TEVEN E. PRIBNOW
JANIEL J. WIESEN
KENT P SPEIOHER

REDACTED. FOR PUBLIC INSPECTION

6Mwn {o@rao&s'
CemReD PueutQ AccouNrANTs

2195 NORTH BRQAD STREET
P.O. BOX I270

FREMONT, NEBRASKA 68026.1270

INDEPENDENT AUDITORS' REPORT

l4o2) 721-34s4
FPrl (&2\721-2894

eb'cPa.com

fieceived & lnspected

0cT 2 4 2013

FCC Mail Floom
Board of Directors
Hershey Cooperative Telephone Company
Hershey, Nebraska

We have audited the accompanying consolidated financial statements of Hershey Cooperative Telephone

Companfla NeUrast<a corebirtio.i ind.subsidiary, whioh comprise the consolidated balance sheets as

of December 31,2012 and 2011, and tne retated consolidated statements of income, changes in

stockholders' equity, ano cash flows for the years then ended and the related notes to the consolidated

financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principlei gineratty accepted in the United States of America; this includes

the design, implemeniatioi,'anA 
'mainlenanci of internal control relevant to the preparation and fair

fr-""nir"tion ol consolidated financial statements that are free from material misstatement, whether due

to fraud or error.

Auditor's ResPonsibilitY

Our responsibility is to express an opinion on these consolidated financial statements based'on our

audits. We conducted our audits in accordance with auditing standards generally accepted in the United

States of America. Those standards require that we plan and perform the audit to obtain reasonable

assurance about whethlr the consolidated financiat statements are free of material misstatement'

An audit invotves performing procedures to obtain audit evidence about the amounts and disclosures in

the consotidated nnanciit itit"r"nts. The procedures selected depend 9l .th? -auditofs 
judgment,

including the assessment of the risks of material misstatement of the consolidated financial statements,

whether due to fraud or error. ln making those risk assessments, the auditor considers internal control

relevant to the entity's prep"r"tiJn and flir presentation of the consolidated financial statements in order

to design audit proceburbs that ,r" 
"ppiopiiate 

in .the circumstances, but not for the purpose of

urpi.ir]ng an opinion on the effectiveness 6t tne entity's internal control. Accordingly, we express no

,uin opinion. An audit ilso includes evaluating the appropriateness of accounting policies used and the

reasonableness of signitilant accounting estiirates maOb Oy management, as well as evaluating the

overall presentation of the consolidated financial statements.

we believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit oPinion.
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Opinion

ln our opinion, the consolidated financial statements referred to above present fairly, in all material

iespects, the financial position of Hershey Cooperative Telephone Company and subsidiary as of

oeiemuir g1, 2o1z and 2011, and the results of their operations and their cash flows for the years then

ended in accordance with accounting principles generally accepted in the United States of America.

Fremont, Nebraska
February 1,2013
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ASSETS

Current assets:
Cash
Temporary investments (Note 2)

Accounts receivable, net

Other accounts receivable
lnterest and dividends receivable

Materials and suPPlies
Prepaid exPenses (Note 5)

Prepaid income taxes

Noncurrent assets:
lnvestments:

Long-term cash investments
Nonregulated equipment - net (Note 4)

Other noncurrent assets

lntangible assets

Properly, plant and equipment (Note 3)

Telecommunications plant in service

Accumulated provision for depreciation

Current liabilities:
Accounts PaYable
Customer dePosits
Advance billings and PaYments
Accrued expenses
Patronage dividends PaYable

Other current liabilities

Other liabilities and deferred credits:

Deferred income taxes (Note 6)

Stockholders' equitY:

Mermbership certifi cates, fter certificate

Patronage caPital assigned

Retained earnings

LIABILJT!ES At{p EQUITIES

Received & lnspected

ocr 2 4 2013
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2011"!
J
I
T
g.I

2911,II
+I

gI

2012"!
II
II

I*I
g.I

2912II
I

I_T
il

The accompanying notes are an integral part of these financial statements'
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Operating revenues:
Basic local network services
Network access services
Billing and collection services

Miscellaneous

Less: uncollectible revenues

Total operating revenues

Operating expenses:
Plant specifi c operations
Plant nonspecifl c operations
Depreciation and amortization
Customer operations
Corporate operations
Other taxes

Qperating income

Other income (expense):
lnterest and dividend income

Miscellaneous expense

Nonregulated income (loss) (Note 4)

lncome before income taxes

lncome taxes (Note 6)

Net income

REDACTED. FOR PUBLIC INSPECTION

Recefved & lnspected
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I
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The accompanying notes are an integral part of these financial statements.
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J
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Membership
Certiflcates

$I

J
I

J
$I

Patronage
Capital

Assioned

Balance December 31, 2010

Net income
Decrease in membershiPs
Dividends

Balance December 31, 201 1

Net income
Decrease in membershiPs
Dividends

Balance December 31, 2012

Total

$I

I
II
$I

$I $I

The accompanying notes are an integral part of these financial statements'
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CONSOLIDATED STATEMENTS OF CASH FLOWS
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Cash flows from operating activities:
Cash received from consumers
Cash paid to suppliers and employees
lnterest and dividends received
lncome taxes paid

Net cash provided by operating actvities

Cash flows from investing activities:
Construction and acquisition of plant
Purchases of cash investments
Proceeds from cash investments

Net cash provided (used) by investing activities

Qash flows from flnancing activities:
Dividends paid
lncrease (decrease) in;

Patronage membership
Customer deposits and advanced payments

Net cash used by financing activities

Net increase (decrease)in cash

Cash - beginning of year

Cash - end of year

2011I
I

I
I

I
I

*I
I

-I
$.I

I
.r

I
I
I
I

I
I

-,I
$I

The accompanying notes are an integral part of these financial statements
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2011

Reconciliation of net income to
net cash provided by operating actvities:

Net income

Adjustments to reconcile net income
to net cash provided by operating actvities:
Depreciation
Loss on sale of equipment
Reinvested investment income
Patronage dividends
Deferred income taxes

(lncrease) decrease in:

Accounts receivable
lnterest and dividends receivable
Prepaid expenses
Prepaid income taxes

lncrease (decrease) in:

Accounts payable
Accrued expenses

Net cash provided by operating actuities

$I $I

II

The accompanying notes are an integral part of these financial statements.

(continued)
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N?turP oJ QPeratigns

Hershey Cooperative Telephone C,ompqny. .and subsidiay,ryoY'!."

lrUin,i interriet services to subscribers in Hershey' EElEt5?' ang ffi,"iEf#':"Ti':"ffiffH:l[J ffi " li'J'lr",fp r,iiJi!' i"iJpi,;;;;i;el; internet services

nonregulated activitiesl

P rlqclpleS gf .C.on so] iC ation

The consolidated financial statements include the accounts of Hershey cooperative Telephone company and its

wholly-owned subsidiaiy, A"r".r oirect commrnicifionr LLC. All material intercompany accounts and

transictions have been eliminated'

Syptem pJAccoPnts

The accounting policies of the company conform to generally accepted accounting principles and reflect practices

appropriate to the tebth;ne inOustry ftre accountin! rPclrq: of the Company are maintiained in accordance w1h

the uniform system'oi A""ounts'tor ctaii-n Jno B Telephone utititils as prescribed by the Federal

Communications Commission (FCC)'

Use g[ Estimales

The preparation of financial statements in conformity with generally accepted accounting principles requires

management to make estimates ano assumitioni. tnrl affect-the repb*ed ahounts of assets and liabilities and

disclosure of contingent-"i""tr and liabilitiel at the date of the fin'ancial statements and reported amounts of

revenues ano expenses-a,.,ii.! tn" ,"porting period. Actual results could differ from those estimates'

C49h and femoo,rary QaPh lnvestmPnts

cash consists primariry of checking and money market accounts, which may be riquidate-d in a period of less than

90 days. certificates ti o"pii,tr-"nd ofirer leiuriti". with original maturities over 90 days are classified as

temporary cash investm"nti c"*iR"ates of deposits witn matur]ties exceeding one year are classified as long-

term. cash ano tempoiat ;;"h investments are stated at cost, which approximates market value.

Tglqcol4fnuniqations Accou nt.s,RggqivaFle

Doubtful accounts are written off as deemed uncollectible. lt is management's opinion that all accounts

reoresented on the ualance sheet at oecemoei a i, zo12 and 2011 are collectible. The company grants credit to

ieliJents, substantially all of whom are local residents'

The Company,s policy is to charge a [ervice fee in lieu sf finance charges on accounts not paid in 15 days'

#[:Tl#,*:.;iri::x*:ilffi*i'"x#;,nr;:#i3sff :?:;ffix:ry j:F,,it#:l
Decernber 31,2012 and 2011'

MalpfiqlF qnd Suoolies

lnventories are stated at the lower of cost or market. cost is determined principally by the average cost method'

telephone, cable television, internet and

pFpE!!,tBEF. 31,,?P1? AN"q ??:!1
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pEC.5,MBFR 3J. 2012 ANp 29U
(continued)

PrpppiU aqd EPqiqnlqnt

Telephone plant is capitalized at original cost, including the capitalized cost of salaries and wages, materials,

certain payrolltaxes and employee benefits.

Renewats and betterments of units of property are charged to telephone plant in 9ervi9q. when telephone plant is

retired, its oost is removed from the asset actount and-charged against accumulated.depreciation, together with

removal costs less rnv r"irig" realized. No gains or losses ire reiognized in connection with routine retirements

oi o"pi""iruri terepn6ne prdperty. substantLt early retirements of assets are charged to defened charges and

amortized in accordance tiritd $re rules and regulatlbns of 47 cFR part 32. Repairs and renewals of minor items

are expensed as incuned'

Deoreciation

The Company provides for depreciation for financial reporting purposes and income tax purposes on-the straighh

line method by the 
"ppri""tion 

of rates based on the eitimat6d service lives of the various classes of depreciable

property.

P3lr.9,[raoB Qaoital

The Company is a cooperative of which subscribers are members. Each subscriber becomes a member and

receives a membership lertincate which will allow the subscriber to vote at the annual meeting'

Bevgr,rVe Fqcoonition

Toll, access, local serviee and miscellaneous revenues are recognized when earned regardless of the period in

which theY are billed,

Network access revenue related to interlata and intralata toll service is received under a system of access

tnr@, Access cnarges r"p*i"nt, methodology by which localtelephone companies, including the Company,

;ii;;6; th" tong distarice cairier for access ano intbrcbnnection to local facilities. The company follows an access

tariff filed with the Nebraska public service commission for intrastate charges and the Federal communications

Commission (fCC) for interstate charges.

When network access service revenues have been received pursuant to the settlement and access agreements

iior", ir,Lv are oivioeo into traffic sensitive, nontraffic sensitive and billing and collecting portions' The revenues

are then either placeJinio a 
"ornron 

pooling arrange.ment with other exchange carriers for redistribution or kept

[v tn" Corprni. rne redistributions aie male accdrding to Jormulas established by the goveming boards of the

pools and are generally based upon exlenses incurred ind investment maintiained. The company participates in
-p;;fu fi ngEments witfr tfre Nltional'Exchange Carrier Association (NECA)'

lnterstate setflement, access, and pool distribution revenues are recorded when the amounts become

,i"t"i,irinruie. ielated expenses are recorggd-when incurred. subsequent true-ups and retroactive adjustments,

which are generalty ;i"d; i;;; p"iua otlnonths after the close of the related calendar year, are recorded in

the vear in which ,u.n ioiustri:nts oecffiE determinable. Retroactive interstate adjustments increased net

I 
-

Recetved & lnspected

ficT 2 4 2013

FCC MaiI ROOM
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lntrastate access revenues are based on a filed tariff and are not subject to change unless a new tariff is flled'

ln addition to recoveries from NECA, the Company also receives revenue from the Universal $ervice High Cost

Loop Fund administered by the Universal Service Administrative Company (USAC). .The amount of support

received from USAC is based on the number of customers served and the cost of providing services !n '!ha!-area

being in excess of the national average, as determined by the FCC. The Company re-ceived il ana

ilruspectively, for the years ended December ?1,2012 and 201 '1.

The ability of NECA and USAC to provide these revenues to organizations similar to the Company is contingent

upon regulatory and legislative rules which provide fqr the continuance of rate of return regulation and universal

slrvice lupport as currently enacted. Any regulatory or legislative changes that reduce the rate of return or

universal support mechanism and the amount of revenues may have a material impact on the Company.

lncome Taxes

tn accordance with the Financial Accounting Standards Board's Accounting Standard's Codification (ASC) No'

740, the Company is required to inventory, evalqate, and measure all uncertain tax positions taken or to be taken

on tax retums, arid to record liabilities for the amount of such positions that may not be sustiained, or may only

partially be sustained, upon examination by relevant taxing authorities. The Company's income tax retums are

iuUleci to examination by taxing authorities for periods after Declmber 31, 2009. lt is managements' opinion that

theie are no significant unsustainable tax positions taken by the Company for the periods subject to examination.

lntanoible Assets

The Company tests its spectrum license annually for impairment. The Company considers relevant cash flow and

profitability information, including estimated future operating results, trends and other available information, in

issessing whether the carrying value of intangible assets Qan be recovered. As of December 31, 2012, the

estimated fair market value of the spectrum license was considered equal to or greater than the unamortized

carrying costof I
Sales Tax

The Company excludes from its sales all sales taxes assessed to its customers. Sales taxes assessed are

recorded is accrued liabilities on the balance sheet until remitted to the state agencies.

Ngtq 2 * Temporary lnvestments

Temporary investments consist
Repurchase and
is currently

of certificates of deposits maturing within one year and investment in a
account with a local bank, stated at cost which approximates market value, and
investment is not ion but is

collateralized bY a

-10-
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(continued)

lYgtp 3 - lnvestment in Property, Plant and Equipment

Telephone plant in service and under construction is stated at cost. Listed below

telephone piant, composite depreciation rates and the associated depreciation reserves

and 2011' 
zolz

Reserye

$III
$I

2011II
_II
LI

Plant

$III
$I

2012II
II

$I

Reserve

$III
gI

PlFnt

II

Received & tnspected

ocT 2 4 2013
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Land
Motor vehicles and
other work equiPment
Buildings
Furniture
Office support equiPment
Company communications
equipment
Gentral office equiPment
CUstomer premises wiring
Buried plant

Organization

B.ates

I!i
The Company provides for depreciation on a straight-line basis at annual rates which will amortize the

depreciabl'e pioperty over its esiimated useful life. Suqh_ptovision as a percentage of the average balance of

t"rEpno^e ptint in r"*io *"fneic"ni in2012 anfiercent in 20i1.

Note 4 - Nonregulated EquiPment

Nonregulated property consists of:

Customer Premise equiPment

Public telephone equiPment
Cable television equiPment
Distance learning equiPment

lnternet equiPment

Less accumulated dePreciation

lnventory for resale

Plant under construction

Nonregulated equipment is stated at cost. The oompany provides. for depreciation for nonregulated eqlipment on

a itrai6nftine Uasii at annual rates which will amortize the depreciable property over its estimated useful life'

-11



Following is a summary of net incqme (loss) from nonregulated activities for the years ended December 31,2012

and 2011:

21912 ?411
lngo$e Exo?nse Qeo,rgqiation Ng! Net

REDACTED. FOR PUBLIC INSPECTION
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Customer premise leasing
Cable television service
lnternet service

sIg-.I$. I$I$I

Note 5 - Prepaid ExPenses

The following is a summary of the amounts recorded as prepaid items as of December 31,2012 and 2011:
2012 2011

Prepaid insurance
Other prepaid exPenses

Defened income tax exPense:
Federal
State

Totalprovision for income taxes

J+
$ILI

IIfIII

f:I
$I $-;

Note 6 - Federal lncome Taxes

The Gompany files under section 501(c)12 of the lnternal Revenue code as a nonexempt cooperative, permitting

ttre coopirative to exclude from taxable income, income generated from providing.communication services to

H;il: 
-However, 

income from nonmember soqrces exceeded percentages of total incsme set by the Service

[nus requiring the Company to pay income tax on certain nonmember-sourced income'

The components of income tax expense for the years ended 2012 and 2011 areas follossi, 
2011

Current income tax exPense, n 
I :IFederal

State tf-$I

-12-
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Net deferred tax liability consists of the following:

Federal
State

'.I
$ILI$I

The deferred tax liability results from the difference between book and tax basis of depreciable property and the

use of accelerated depreoiation methods for tax purposes'

The expected income tax provision that would result from applying statutory tax rates to income before income

taxes differs from current expense for the following reasgns:

1'Temporarydifferencescreatedbyusingdiflerentdepreciationandaccountingmethodsforfinancial
reporting than used for income tax purposes 

^-^ ..,hiah ara nar r

2. permanent differences to, "rp"iri, 
Ino p"tronage income which are not deductible or taxable for

income tax purpoges. ruon+axaute prtron"g" income for the years ended December 31'2012and

2011 were ![nd I resPectivelY'

Notg,7 - Concentration of Credit Risk

The company maintains its cash balances at severalfinancial institutions located in western Nebraska' At times'

these baran""" ,ry-"i"eed the timits seciriJJ'iv jf-19g.rar Deposit rnsurance Gorporation. There were no

ffi;fiJil ;;;;si o:t insureo limits as of December 31'2012'

Nqtg,8 - Defined Benefit Plan

The company participates in the Retirement & security Prograq^f.or Employees of the National

Telecommunications cooperative Associatiori.na lt. rtr"ruer systemi (NTCA-Fundl' ftre Program is a defined

benefit pension pr"n Jo-r-&in! *..iqp, iririir"'"*piJy""9.ot NT0A; its affiriates and its members that have

adopted the erograri. 
-pririrnt 

t6 rnc r"ltio.-r ariiiltrl, 11',u 
Fun ii considered Multiple Employer (other)

Master pran. The program is subject to $,"-iiJujsions Sdinli impiov"" Retirement lncome securitv Act of 1974

(ERISA), as amended'

H,?1$:lffh:?Hll,:"J:,u?[1y#;!:,[':3r;:,i::,il.:'Fiiitilxii;.}],if.'i#l$illlEJr,
prooram to receive the employer', .ontno-rii"r.Tr," participant may voluntarily contrit

conipensation each year under this program'

participants who retire at age 6s (the program,s normar retirement age) or age E5 (the Program's early retirement

age) or at an age ultwee-n those two, 
"ri'"-.iitiio 

to i montniy innuity-or lump-sum payment' There is no

minimum service requirement to qualify.for'il'rir i".lnt; the benefii'pry"ut.'g"nerally.is reduced by the Program's

earry commenr"ruliiJ.ioii'iiiri. piiti.ipant retires before normal rLtirement age. However, the company may

pay an additionar "*lr.i'io 
p-i"riod emilbi"r, ,n-rni"duced uenent as earry ai age ss. tf a participant's age is

at reast s5 and age and service vu.r, .oiliilqlg;i iqu.i rir"*t 85 at reiirement, the participant can receive

an unreduced benefit when retiring before ,g*'66. ini" Linefit provision is ca[ed the'Rule-of-85''

*?"ffIf,*tJ",y,:i:mF"mffi'[?:T,T: $il"H:' 
does not pav annuar contributions that represent

The program does not have a certified zone status as currenry defined by the pension protection Act of 2006

("ppA,) because the program is considerJd , rnurtipr" "rptoy"i 
pi* pui.,lnt to the lnternal Revenue code and

gntSn, as noted above'

(continued)
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P,,engiqn EIN/Penqion Planfrflfi#
(a) Plan information for the NTCA

the Program's Plan assets were

January 1,2011 and
nd

afsuffifng'a raTe of return

1,2o1oor[ano

Note,9 - Subsequent Events

The Company has evaluated all subsequent events through February 1, 2013, the date the financial statements

*"i" 
"r.1iJt6 

to Ue issued. There were no events that require disclosure'

Received & lnspected

ocT ? 4 ?013
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DF9EMBER 3I. 2"0J2 AND 2p11

(continued)

The program meets ERrQ\ mlniEgln funding requirements, ]he Funding Target Attainment percentage varued

as of Janua ry 1, 2a1;;-- seciion"roa'ot ppn dehys the effective date of funding rules for certain

multiple emptoyer ruraico@!hns. As such, the Program will not be subject to the PPA funding rules until

after December 31, 2016.

The Company may be subject to a withdrawal liability if the Qompany ceases participation in the Program'

The assets and liabitities of the plan are commingled resulting in the Program being considered a multiemployer

plan under ASC No.76. ir",u company ii re[uired.to reiognize as the Net Pension cost, the "required

contributions,, for the erogiam. ;Requireo iontributions" include annual contributions as indicated in the membe/s

;6ti". ;greement, pluiretro costi payable, if any, for the period under audit'

Bensioft
Protection Act
Zone Status

Contributions bv
H ers-h gy Q oooer,atiy,e

Teleohone Co.
FIP/RP Status

Pending Surcharoe

ffi *':fr^*t ,Yntr ffi
on the latest data available,

for the plan years beginning
'accumulated plan benefits was

the plan years beginning January 1, 2011 and 2010, respectively;

," Slactuirial present value of accumulated plan

-14-
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I NDEPEN DENT AUDITORS' REPORT ON CONSOLI DATING INFORMATION

Board of Directors
Hershey Cooperative Telephone Gompany
Hershey, Nebraska

We have audited the consolidated financial statements of Hershey Cooperative Telephone Company and
subsidiary as of and for the years ended December 31, 2012 and 201 1, and our report thereon dated February 1,

2013, which expressed an unmodified opinion on those financial statements, appears on page one and two. Our
audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a whole.
The consolidating information in Schedules l, ll, and lll is presented for purposes of additional analysis of the

consolidated financial statements rather than to present the financial position, results of operations, and cash
flows of the individual companies, and it is not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements. The consolidating
information has been subjected to the auditing procedures applied in the audit of consolidated financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolldated financial statements or to the
consolidated financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America, ln our opinion, the consolidating information is

fairly stated in all material respects in relation to the consolidated financialstatements as a whole.

ERICKSON & BROOKS

6;^S,,"or" {- &'ooh'

Fremont, Nebraska
February 1,2413
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ASSETS

T

ET
sI $I
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TI
II

-- 
I

Received & Inspected

OcT 2 4 2013

FCC Mail Room

Consolidated

Eli!'ninations Tqtal

I
II
L.I

IF

E
E
$-I

Current assets:

Cash
TemPorary investments

Accounts receivable, net

Other accounts receivable

lnterest and dividends receivable

Materials and suPPlies

PlePaid expenses

Prepaid income taxes

Noncurrent assets:

lnvestments:
lnter-comPanY receivables

lnvestment in affiliates

Long-term cash investments

Nonregulated equiPment - net
gther noncunent assets

lntangible assets

ProPerty, Plant and equiPment. 
i"r""l*munications plant in service

Accumulated provision for depreciation

Current liabilities:

Accounts PaYable
Customer dePosits

Advance billings and PaYments

Accrued expenses

Patronage dividends PaYable

Other liabilities and deferred credits:

Liabilities and credits due affiliates

Deferred income taxes

Stockholders' equity:- il"t*olithip ceriificates, Jp"r certificate

Patronage caPital assigned

Retained earnings E!
il$I

-16-



& lnspected

24 2013

FCC Mail Floom

Consolidated
Total

Qperating revenues:
Basic local network servhes
Network access services

Billing and collection services

lnternet and ISP services

Miscellaneous

Less: uncollectible revenues

Operating exPenses:
Plant sPecific oPerations
Plant nonsPecific oPerations

DePreciation and amortization

Customer oPerations
Corporate oPerations

Other taxes

Operating income

Other income (exPense):

lnterest and dividend income

Miscellaneous income/(exPense)
Nonregulated loss

lncome from affiliates

lncome before income taxes

lncome taxes

Net income

Beginning balance:
Pitronage and other equities

Retained earnings

Less: Patronage distribution

Ending balance

REDACTED - FOR PUBLIC INSPECTION

HersheY Access

Cooperative Direct

Telephone Communications
g,gryrpaqv Llg ItI

-I

I
.I
I

-I

I
gI

ElinliEationPIIII
*I

T
I

I
I

I
$-

T
!

I

I
I
I
I

I
$I

I
I

I
I
F

I

I
$I
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REDACTED. FOR PUBLIC INSPECTION

Ll E RS H EY c.q o PEMrJ v.E r ET F.PJto N.q go.-tt{ RANY At!,p s u B q Lq I AR)'
tlEFS l'r,FY. .N F BSAp KS

$c H-E DU LF lt | - qol{ sqlpf,,Ilt'l G FIATEI\4.E NJ .of !A! H ruoWS
FgR T!-lE YEAn ENpEq pFS.EMqER ql.. 201?

Access
Direct

Communications
LLC Elimination

Recelved & lnspeeted

ocT 2 4 2013

FCC h,'lail Floom

Consolidated
Tptel

Cash flows from operating activities:

Cash received from consumers

Cash paid to suppliers and employees
lnterest and dividends received

I ncome taxes refunded/(Paid)

Net cash provided by operating actvities

Cash flows from investing activities:

Construction and acquisition of plant

Purchases of cash investments
Proceeds from cash investments

Net cash used by investing activities

Cash flows from financing activities:
Dividends paid

lncrease (decrease) in:

Patronage membershiP
Transfers with affiliate
Customer deposits and advanced payments

Net cash provided (used) by financing activities

Net decrease in cash

Cash - beginning of Year

Cash - end of Year

III
I .T I

IJI
I
II
*I

II
I

*I I

I
..r
$-I

II
I

I
I

$I

Hershey
Cooperative
Telephone
ComoanvI
I

I
.I
II
-I
I
-I
g.I -

--
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(continued)

REDACTED - FOR PUBLIC INSPECTION

Hershey Access
Cooperative Direct

Telephone Communications

Qe$.qany ttg

Reeelved & lnspected

0rT 2 4 2013

FeC Mail Floom

Consolidated

Etininption lqlal

Reconciliation of net income to

net cash provided by operating actvities:

Net income

Adjustments to reconcile net income

to net cash provided by operating acWities:

lncome from affiliates
Depreciation
Reinvested investment income
Patronage dividends
Deferred income taxes

(lncrease) decrease in:

Accounts receivable
lnterest and dividends receivable

Prepaid expenses
PrePaid income taxes

lncrease (decrease) in:

Accounts PaYable
Accrued expenses

Net cash provided by operating actvities

$I $I $I $I

I I_,II
$IuI

-19-



<015> Studv Area Name

<O3O> Contact Name: Person USAC should contact ,Judy ChrLstiansen

<035> Contact Telephone Number: 402-39a-0062
Number ot the identitied in data line <030>

<039> Contact Email Address: J chrisEiansenoconsortiaconsul Eing . com

<100> Service Quality tmprovement Reporting

<200> Outage Reporting (voice)

<210> EZ[.-.heck box if no outages to report

Email ot the identitied in data <030>

<300> Unfulfilled Service Requests (voice)

<310> Detail on Attempts (voice)

<320> Unfulfilled Service Requests (broadband)

<330> Detail on Attempts (broadband)

<1010>

<1100> Terrestrial Backhaul (Y/N)?

<1 110>

<1200> Terms and Condition for Lifeline Customers

<400> Number of Complaints per 1,000 custofiers (voice)

<410> Frxed [ii--l
<420> Mobile lo" I
<430> N umber of Complaints per 1,000 custornrls (bre!!!!!n!!)-
<440> Fixed

<4so> Mobite f-l--l
<500> Service Quality Standards & Consumer Protection Rules Compliance

<51D 3?1s61nes1o

<600> Functionality in Emergency Situations

<610> 3?1561ne610

<700> Company Price Offerings (voice)

<710> Company Price Offerings (broadband)

<800> Operating Companies and Affiliates^ A
<900> Tribal Land Offerings (Y/N)? (J (9
<1000> Voice Services Rate Comparability

oo

lcomp! ete otto ch ed w otk sh eet)

(cofr plete otto ched wo.ksh eet )

(otuch descri ptive docum e n t)

(otbch des cilptive document )

(check to lndicote certilicotion)

(otto.hed d e*iptive d o cum e n t)

(che* to indicote cettificotioh)

(attoched desc, iqtive docuhen t)

(com pl ete oft o ch ed wotksh eet)

(complete ottoch ed work sh eet)

(complete otto ched wot*sh e e t)

(il Ws, complete ottoched worksheetl

(check to indicote cenilicoti@)

(o ttoch d es cilptive do cumen tl

(il not, check to indicote certilicotion)

(complete ottoch ed work 5h ee t)

(codpl.te oft a ched worksh e et)

4-t/-l

ffi
[ / Tf-7[

( check box wh en c@pl ete )

0

<2000>

<2005>

<3000>

<3005>

Price Cap Carriers, Proceed to Price Sao Additio4a! Doc.umentation Worksheet

lncluding Rote-of-Return Corriers ot't'ilioted with Price Cop Locol Exchonge Corriers
(check to i n d i c ote certifr co ti on )

(compl ete otto ched worksh ee t )

Rate of Return Carriers, Proceed to ROR Additional Documentation Worksheet
(dleck to indicote cettilicotion)

( com Pl ete otto ch ed wotk sh eet)

Received & lnsPected

OcT 2 4 2013

FCC Mait Hoom
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Email Address -

Page 12

ToBEcoMPLETEDBYTHEREPoRTlNGcARRlER,lFTHEREPoRTlNGcARRlERlSFltlNG^*ry

certilication of officer as to the Accuracy of the oata Reported for the Annual Reporting for cAF or Ll Recipients

,:
certify that l am an ofii.", or,r," ,"plriil;rli.y *rponribiri,i"r.inflrrrilr,t*..rr".v of ,h" "irrilpo*ng 

requirements for universar seruice support
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Due Date for this form:

ct of 1934' 47 u's c 55 502' 503(b)' or fine or imprisnment
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Number -

chrisciansen

402-398-0062

l@cotrsortlaconsulting' com
indata line <o3o> jthtl"lit"""t 

'

Page 13

Email Address -

ToEEcoMPtETEDBYTHEREPoRTINGCARRIER,ITANAGENTIsFIIINGANNUALREPoRTSoNTHECARRIER'SBEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or Ll Recipien" "" 
t11::*:*
rep.e"d d b"fi lf ;ithlAqo tti":-"-1T:j'

:ilH"''f ["#l;H;#;;;;viaeo to ine au,rorizeo

rt;ani,tothebertofrryknowiedge'therep9ru.lNucEPlvtlv-9.-

Judy chllsEiansen

09110120L1

Officeri CERTIFIED ONLINE

308-358-5s61
this form: 1o/15/2013

4,47U.s.c.965o2,5o3(b},orfineorimDfi5onment

TO 8E COMPLETED BYTHE AUTHORIZED AGENT:

ffiffiedtoFileAnnualReportsfo]cAForLlRecipient5onBehalfofReportingCarrier

as agentfor the reporting carler' cel

Edatarepoftedhereinba5edondataProvidedbyth€repo

chriEEiansen Date: 09l3o/29E

-ilrw* J o."q,-j*t""l *ljY
Judy christiansen

402-399-o052

-.
47 U.S.C. 95 502, SO3(b), or fine or impritonment undetTitle

09/30/2013
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Spryice Quqlitv Standards

The ComPanY:

. Provides voice grade access to the public switched network'

. provides ftat raaed local exchang" .";;" *itn no additional charge to end users'

o provides access to the emerg"n.v.r.rriJ"r piorio"o ov ro."igo*rnment or other public safety

tiguniirtions,iucn as e1.1 T.9 ?:l3t""d e11'

: if*fi:"1'rl:i:ll:'illi:?'llTI*[:,':ilT: charses using media orsenerardistribution and

on. its website. -. --a^s^,- r.rilh anna - - ,-e representative
oMaintainsabusinessofficeprovidingcustomerswithaccesstoacustomerServl(

either in purron or via a tocar telephx#;ji ;;il-i;";6"ph;;; numner during normal business

. B",ffo after hour ca*s and troubre reports to the on-calttechnician'

o Tracks all service orders to ensure thev are completed in a timely manner'

. Measures its service connection u*':L;i;"-i#;6t'r; performance on a regular basis'

r Trains emPloYees to:

o nns"ieialt incoming calls promptly'

oRespondtoaltinquiriesto.'iiioimltionpromptlyandcourteously.
o rnvestisate thoroughty a1 cusiimeicomprainis-#I;;i;;ppr'6priatety 

according to the

Company's guidelines tot oiot'tion of iustomercomplaints'

o Be rnowiedgeable about;#;#ffi;ilL; "fdtinbj 
to thev can assistthe customer

. *,,", r*:r*p,$?T:i::[J::'::lli!i1,,1 Pi::Ttive 
maintenance of its equipment to

permit tn" ,""no"ii,ig oii"r", ,o"qu-,il ,nd jontinuous service at alltimes.

Consumg( Protqction Rules

The company has estabrished operating procedures designed to faciritate compriance with appricabte

consumer prote.tion-rJrls-wnicrrincruo,icffiilriJJ*it['in;e,,;fi;eroprietarv 
Network lnformation

ici;-r'ul irr,i;t. Tne oferating procedures include:

. Appointment of a compliance-officer'

oAmanualdetaitingthespecificp,o-,"0,,u'forprotectingconsurnerinformation.
o Employee training on an annualbasis'

o A disciplinary process for improper use of consumer information'



Hershey Cooperative Telephone Company
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Back-UP Po}ver

The Hershey centrar office has battery backup sufficient to power the office for approximatery I

hours. The office i.'"]ro n"" a tixeo, natir"rJ6* p.*"r"0 rt."J ov generator equipped with an

automatic start and tr.^iiJii*it.n rut;i;;;it-;tworktttnt'iit:lon equipment located

outside or the ."n,rui?tro6 nrr-o"tt"rv ffiiil. T!;;" n"ryw i."!r'i *:l-"gare capable of

providing power t"r? ri.ir"rm perioooia noltt. The compaiy atso has numerous portable

generators tnat canf,e JJpr"v"J to the ;#;;;'6";iio* ininu tvent of prolonged power

outages.

Hershey has furr redundancy buirt into the erectronic transmission equipment that carries

interexchang" ..rr,"i'iffi;6th; t no"*]'il"[nlv ronn"ar io'iu-ntiwuink for the purpose of

interexchange traffic'tofi;i;il., cuntrrvlinl J6"r not prorloe a reoirnoant cable route for

the last mire connection to our exchang":"ii#iil iil;i ;";J;A splicing suppries and a fiber

optic spricer on nanilo ffi;;;s; ti r".iritiJJ d"n ue deart witn sririruv. Hershev does

maintain redundant i*itiiie! ilnunt'r" data traffic within our exchange'

Traffic 9Pikes

Hershey Terephone owns a Metaswitch vp251O soft switch. The switching fabli-c is capable of

handting 250,000 BHCA (BysY nour C-altAttempts) our t"t"ni gHCA is abbut 2800' Hershey

cunen*y supplies oiiiiJ,i" i"iess tnan.66d';#; iin""' rn" Metaswitch is equipped with peg

counters that monito?il;';;i"itr"fr" "^ine 
switcn, tn"ti p"g counters are monitored

reourarrv. The company has more_than ai!qr"6lir"uit 
"apacily 

L nandle incoming' outgoing'

"n-O "rltg"ncy 
interexchange trafl lc'



Nebraska Telephore Assistance Program

The Nebraska Terephone Assistance program oTrp) is.av_a*abre for qualifying customers of

Hershey Cooperative'i"r"pnon" ggTPt;;:"liiAP 
'""iJttno reduces ttie cost of basic'

monthlv local telephone service. Eligible ionsumers *n 
'"tui'" 

up to $12'75'per rnonth in

discounts. ln addition, the Federaf Univeisii'service Cnarge is not assessed to consumers

oarticipatins in rrnnp..ioll Blocking pr*nitin"-;i;;;;i'iatiiong distance calls for which a

bubscriber woutd be charged. Tott blocking'ir'';ffi;ilio iriigibl" .o-nsumers at no cost' Also'

by choosing this option, dn"um"o are usually not charged a deposit'

NTAP is administered by the Nebraska Public Service Commission'

NTAP Eliqibilitv I nformation

Prooram Based EliqibiliW

To qualify for NTAP, subscribers must either have an income that is at or below 135% of the

Federal poverty cuid#;;;,'iiti," rrnr.ril?r,'6ni oi f; 91ine 
subscriber's dependents' or

the subscriner,s nou-seh;ii-r.i.t-irr"iu.-d.n"iit" to, one of the following assistance

programs:

-Low.lncomeHomeEnergyAssistanceProgram(LIHEAP)
- FlJurar Rrblic iousing Aisistance (Section B)

: Hfl::x|, Heatth tnsurance program/Kids connection,(sAM, MAC or EMAC)

- supprementrr i.ir#iiion nssirt"^,i" pr.gr", isr.rnCx (tormeriytne Food stamps Program)

- S6;i;*"ntal SeorritY tncome (SSl)

- Temporary nJtt*t"for Needy Families (TANF)

- National School Lundr Program Free Lunch program

- State assistance programs (if applicable)

To receive an NTAP aPPlication'.

rJt"*oir", or the Nebraska Publ'c

iszi, iincoln, NE 6850&,4927'

contact your local Heatth and Hum.an Seryices agency

Service Commission, izoo ru Street' Suite 300' Po Box

Hoii"' 
-ioz-itt-sibi, iou Free: 1-80G52&0017 or
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[ttp"lnt" o.oi"*otrtno'

NrAp appricants msst p,e1lt,-qo.lg::t*T",i:g":.*?:H" i|lliJ},lrn]ll$r:T",HlNTAP applicants must Dresent oocumetrtauurr Lrsrrrvrrvt'e!" !e 
oi"tnroJgn income-based

participation in one oi tn" qualifying federal assistance progn

means.

Acceptable documentation of program-based eligibility includes: current or prior yea/s

statement of benefits-ir-o* u qu.-rir,,ing'3i':,l, ;"d;;;i oi t'iotr piogt'*; nofice letter of

oarticipation in a quatityin!'rt"te, teo"iar or irinar program; progti* participation documents; or

another official ao"u#lJ.,l'"rfi'Ji;,"s ff;;r"*Elrprrtiiipriion iria qriritving state, federal

or Tribal Frogram.

Hershey Cooperative Telephone Company



Income Based Eliqibilitv

rn addition, consumers are erigibre for NTAp if their househord income is at or berow 1350/o oI

the federal PovertY guidelines'

2013 FederalPoverty Guidelines - 1357o

Hawaii
HousenolO Size ?6Eontiguotts

States and D.C'
Alaslta

5Ttu61
I frs.stz iDl Y,J 

' 
o

$24,098
2 $20,939 uz9. lu\,

.nao arE, $go,ags
3 $26,366 $36,572
4 $31.793 DOY. r.fi c/r, Rno

5 *37.220 $.+o.oo9
cAz er6 ME:O46

o v4z,or+l
$60.116 c,45 283

7 $48,074 AAA ONA $61.52U
8 $cJ.ou I

$6,237
For each
additional Person'
add

$5,427 $ti, /ul

[J ;:F"fifl3iffir"3"[lfl+tfLfiiift'; ;;;ii;bb i" ailibre 
'on"umers 

at no cost

Acceptable documentation of inco_me eligibility includes: prior yeafs state, federal or Tribal tax

return; current inco*Jstai"'nent from "."llllir"v*;i;!ih"iisiuo; 
sociat securi$ statement

of benefits; veterans'ffiilffit "*on 
,trt"*!ni ot u.in.Jntr; retffienupension statement of

benefrts; unemproymen'ttworrmen,, "orp"",iliiif" "t"t"rili'ot 
LenJrrt"; iederar or Tribat notice

of tetter participating in 6"n"irf nssistance;;;;'r;A Oecree or child support award or other

otfi.irf Obtument containing income information'

HersheyCooperativeTelephoneComp-any,sVoiceNTAEserviceincludesunlimitedlocal
minutes-of-use within tnl'iSiiir* calling ;A'' H;"i"y'boopti"tiu" Telephone Company's

Voice NTA' pran ooes'nliil;il;; ;t fr;,ffiilutesot-ije tor torr. iorr is bilrbd at the standard

torr rate dependins on whidr inPf*l'.114'::l*:l,t*"*'l;,1r::,:::il;3?i;""tgii" 
service'
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Rates

SubscribersmayreceivetheNTAPcreditonanytypeorgradeoflocalservice,including
bundred services tni'?ra"io*;ry "ffJ;i';y'ri"ii["v 

ci:peratirie Telephone companv'

Advertised rates do *t.;;ril; ;ny ippricabre taxes or surcharges.

Recertification of NTAP Elioibilitv

NTAP recipients are required to recertify their eligibilitv 1nn93!rv' 
Failure to properly recertify a

,-?f[F:B::lgffi1$!$JTi:ll]#l"liffi'JiiHili#;;ii.-';inut'rrnp '"cipient's 
monthrv
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Additional NTAP Proqram lnformation

NTAP is limited to one benefit per household, consisting of either wireline or wireless service. A
household is defined as an individual or group of individuab who live together at the same
address and share llcorne and expenses. NTAP is a gorrernment benefrt program, and
consumets who willfully make false statements in order to obtain the benefit can be punisired by
fine or imprisonment or can be barred from the program.


